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1947 1946 
MONTH END DATA 

March February January March 

Shares Listed (Mil.) 1,792 1,786 1,779 1,628 
Share Issues Listed : (No.) 1,350 1,343 1,341 1,282 
Par Value of Bonds Listed (Mil. $) 136,937 137,106 137,006 138,831 
Ksond Issues Listed eh oa (No.) 921 925 918 977 
Total Stock and/or Bond Issuers (No.) 1,200 1,203 1,199 1,184 
Market Value of Listed Shares (Mil. $) 67,608 68,839 69,627 77,932 
Market Value of Listed Bonds (Mil. $) 140,978 141,033 140,966 146,181 
Market Value of All Listed Securities . . (Mil. $) 208,586 209,872 210,593 224,113 
Flat Average Price—All Share Issues A. . . . ($) 51.43 52.44 52.72 63.02 
Shares: Market Value — Shares Listed A . . . ($) 37:75 38.55 39.14 47.88 
Bonds: Market Value— Par ValueA .... . ($) 102.95 102.86 102.89 105.29 
Stock Price Index (12/31/24 = 100) AB (%) 79.4 | 81.1 82.4 96.9 
Member Borrowings on U. S. Gov't Issues (Mil. $) | 101 | 86 107 460 
Member Borrowings on Other Collateral (Mil. $) 201 205 187 435 
Per cent of Market Value of Listed Shares (%) 0.30 0.30 0.27 0.55 
Member Borrowings—Total ‘ (Mil. $) 302 291 294 895 
N.Y.S.E. Members’ Branch Offices . (No.) 902 901 900 863 
Total Non-Member Correspondent Offices (No.) 2,621 2,609 2,609 2,468 
Customers’ Net Debit Balances CD. . . . . (Mil. $) 576 573 533 936 
Credit Extended on U. S. Gov’t Obligations . (Mil. $) 65 | 66 69 166 
Customers’ Free Credit Balances CD (Mil. $) 677 681 687 712 
DATA FOR FULL MONTH «6 

Reported Share Volume (Thou.) 19,337 23,758 23,557 25,664 
Ratio to Listed Shares . . . (%) 1.08 i 1.33 1.58 
Daily Average (Incl. Saturdays) (Thou.) 744 1.080 906 987 
Daily Average (Excl. Saturdays) (Thou.) | 824 1,132 973 1,092 
Total Share Volume (Incl. Odd Lots) F (Thou.) 32,468 31,831 35,776 
Money Value of Total Share Sales F (Thou. $) | 942.966 | 913,322 1,216,555 
Reported Bond Volume (Par Value) (Thou. $) 75,582 79,987 | 125,491 105,018 
Ratio to Par Value of Listed Bonds (%) .055 .058 | .092 .076 
Daily Average (Incl. Saturdays) (Thou. $) 2,907 3,636 | 4,827 4,039 
Daily Average (Excl. Saturdays) (Thou. $) 3,267 3,821 4,923 4,497 
Total Bond Volume (Par Value) F (Thou. $) 95,349 130,028 113,002 
Money Value of Total Bond Sales F (Thou. $) | ° 68,979 95,470 91,234 
N.Y.S.E. Memberships Transferred . . . . . (No.) | 4 2 6 2 
oe ea | 66,000 64,000 69,000 none 

| 4/15/47 3/14/47 2/14/47 4/15/46 

Shares in Short Interest F (Thou.) 1,015 : 1,047 994 
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Dividends SHOW MARKED IMPROVEMENT 


OVER TURBULENT FIRST QUARTER OF 1946 


W ITH first quarter dividend pay- 
/ ments on common stocks making 
so impressive a showing as the table on 
page 2 reveals, realism warrants some 
qualification in comment about the three 
months’ distribution to stockholders. First, 
however, the figures call for a recapitu- 
lation of the more significant items. 

The 661 stocks listed on the New York 
Stock Exchange which paid dividends in 
the first quarter constituted more than 
70 per cent of all the listed equities. More 
than half of the 661 increased their 
payments over the same period of 1946. 
The enlarged payments, to a degree, acted 
to offset the fact that distributions were 
reduced on 28 issues and eliminated or 
deferred on 22 others. Certain of the 
tabled groups which recorded the largest 
percentage increases comprised classifi- 
cations which, by nature of the business 
conducted by the companies, stood in 
the forefront of profitable operations 
throughout all of 1946, 

Notable among these particular classi; 
fications were the building material con- 
cerns, with a gain of 46.2 per cent; the 
chemical roster, with a rise of 36.3 per 
cent; the garment manufacturing corpo- 
rations, showing a rise of 48.6 per cent: 


paper and publishing organizations, scor- 
ing an upturn of 96 per cent: retail mer- 
chandising, with an upswing of 85 per 
cent; rubber manufacturing, up 114.9 
per cent; and textile concerns, disclosing 
a gain of no less than 147.5 per cent. 
Readers who recall frequent public com- 
ment about prosperous conditions in the 
industries thus represented, will hardly 
find the showing surprising. 


Reflect 1946 Earnings 


Some of the qualifications which make 
it risky to assume that the 22.9 per cent 
increase of dividend payments for the 
quarter offers a forecast of the entire 
year’s results are these: 

The dividends largely represented prof- 
its earned during 1946; a considerable 
proportion of the first quarter payments 
were declared during the final 1946 quar- 
ter and thus, in effect, comprised “year- 
end” disbursements of a prosperous year: 
the quarter's payments included those of 
numerous companies which do not make 
payments on “regular” quarterly basis but 
reward stockholders on a_ non-periodic 
basis, the result of a year being evident 
only when a year is completed. 

In this category should be mentioned 


Manufacture of frosted foods cabinets and soda fountains at a West Coast factory 
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the aviation group. of which only two 
paid dividends in this year’s first quar- 
ter, compared with seven in the corre- 
sponding 1946 quarter. With only two 
of the 24 listed aviation companies mak- 
ing payments, the results. so far as the 
table goes. are included among “other com- 
panies.” The incldsion of the aviation 


concerns in this broad grouping accounts 
largely for the fact that the “other com- 

























EWING GALLOWAY 


Huge mold at Firestone Tire & Rubber for 
curing tires for road-building equipment 


panies” classification showed a dividend 
decline of 18.1 per cent for the quarter. 

With the great majority of the groups 
showing substantial increases, attention is 
directed toward the rosters which scored 
only moderate gains in cash dividends. 
In case of some of them, strikes and 
shortages of materials retarded produe- 
tion during much of 1946, The automo- 
tive gain of only 1.7 per cent reflected 
production difficulties, following on the 
heels of strikes in the early 1946 months. 
Electrical equipment concerns, with an 
upturn of 3.8 per cent, were also cramped 
by labor troubles and shortages, this in- 
dustry being affected by protracted dis- 
putes, ; 

Public utilities. with a moderate divi- 
dend rise of 7.8 per cent. could be viewed 
as on a stable plateau, exactly half of 
the stocks paying dividends distributing 
the same amounts as a year before and 
17 paving more. Although the tobacco 
group enlarged its payments less than 


1 





10 per cent, a rise considerably below 
the average of the tabled categories. this 
improvement came from the fact that 25 
per cent of the companies paid more than 
they did in the opening 1946 quarter. 
The railroad industry was conspicuous 
by reason of a decline of 10.2 per cent, 
although 32 of the 38 dividend-paying 
properties paid the same as in the cor- 
responding quarter of last year. 

The study of dividend payments and 
prospects carries the investor beyond any 
single quarter's showing, especially the 
results of a quarter-year which felt the 
business momentum of an unusually ac- 
tive period like 1946. The individual 
items of the table reveal that stockhold- 
ers in companies supplying and distribut- 
ing consumer goods were the beneficiaries 
of the more substantial disbursements. 
The heavy industries lagged, although the 
steel and iron department, with a gain 
of nearly 20 per cent, overcame a kind 
of inertia which was evident in the war 
years; no less than 16 of the 26 corpora- 
tions increased their payments. 

Inquiry into dividend prospects pivots, 


as the second quarter gets under way, 
around heavy industry. Prices of nu- 
merous common stocks for several months 
have failed to “discount” the large per- 
share earnings of the latter half of 1946 
among consumer goods’ concerns, offer- 
ing the supposition that traders have 
viewed these earnings as non-recurrent 
in part. At the same time, cautious trans- 
actions among heavy industry shares have 
indicated that investors as well as traders 
were taking their time to size up the out- 
look in this field. 


Spring Business Trend Awaited 

The material for research remains to 
be supplied largely by the volume of bus- 
iness which statistics will disclose as the 
in the face of im- 
portant employer-labor negotiations now 
under way. 


spring season opens 


A suggestion for the investment re- 
searcher is contained in the character of 
stocks listed on the Stock Exchange. Dur- 
ing 1946, which saw the record number 
of 57 companies added to the list. the 
geographical source of listings disclosed 


real significance in an industrial sense, 
\ high proportion of the additions rep- 
resented corporations located in the Mid- 
dle West and Northwest; previously, the 
weight usually lay year after year with 
companies operating in the more inten- 
sively industrialized East. 

It may be noted that the tendency to- 
ward the West, Northwest and Southwest 
among listing applications has continued 
into this year. This is not to say, of 
course, that the listing of Western cor- 
porations in past years has been unusual. 
Quite the contrary. But a considerable 
emphasis may be laid upon the increas- 
ing percentage of stocks of companies in 
less industrialized territory which have 
lately sought the facilities of the nation’s 
largest organized market place. 

For the researcher, the broadening geo- 
graphical diversification of listed con- 
cerns offers a constantly widening field 
of statistical information, inasmuch as 
listed companies agreed to make public 
frequent reports on their operations and 
asset position. The results of such re- 


(Continued on page 4) 





No. of 

Issues 

Listed 

Industry (3-31-47) 
Amusement ....-+-.-.«e 2 
Automotive ........ 65 
Building a ee ee ee Ps 
Business & Office Equipment . . 10 
a > 
Electrical Equipment . . . . . 18 
Farm Machinery ...... 6 
| i a: 
Food : * 6 &€« 6 €£ 8 Se & we * 64 
Garment Manufacturers . . . . 6 
Leather & Shoe Manufacturers . 11 
Machinery & Metal Products . . 91 
ee a eee ee i) 
Paper & Publishing . . . . . x0) 
NR, a) a ee) Wir he ae ia Kw) 
... ae ee ee es 
Retail Merchandising . . . . . 70 
od aks Se ee 
cup Qiperating . . .« « + « 6 
Steel, Iron & Coke . . . ... 39 
Textile es a we ee 
Tobacco a ee el ee ca ee 
PE 6 6 se eee = > SO 
U.S. Cos. Operating Abroad . . 24 
Foreign Companies ..... 16 
Other Companies ...... 58 
a ree 





DIVIDEND PAYMENTS OF COMMON STOCKS LISTED ON THE NEW YORK STOCK EXCHANGE 
— FIRST THREE MONTHS OF 1947— 


Number Paying Number Number Number 
Cash Dividends Paying Paying Paying 
In First 3 Months Increased Same Reduced 


1946 1947 Dividends Dividends Dividends 

14 15 10 5 0 $ 
11 11 14 24 7 
17 19 12 7 0 
10 9 nC 1 ] 
60 62 35 2 6 
3 14 t 7 0 
3 1 l 2 ] 
17 17 5 12 0 
19 53 28 24 rs 
1 5 H 1 0 
t 8 5 3 0 
69 67 8 37 6 
20 21 12 9 2 
24 24 17 7 0 
21 25 3 11 1 
37 38 5 32 3 
57 60 19 8 3 
10 10 7 2 1 
| ) 3 2 0 
21 26 16 10 0 
23 28 22 6 0 
15 16 4 11 1 
tl 16 17 23 7 
8 9 iy 5 0 
12 13 6 6 1 
29 26 10 14 8 

626 661 339 294 50* $ 


*Payments were reduced on 28 issues and eliminated or deferred on 22 issues. 


Estimated 
Aggregate Amount of 
Dividend Payments Per 
1st 3 Months Ist 3 Months Cent 
1946 1947 Change 
9,430,000 $ 14,471,000 + 53.5% 
49,090,000 49,947,000 + 1.7 
1,040,000 5,905,000 + 46.2 
1,601,000 5,275,000 -+ 14.6 
58,715,000 80,037,000 + 36.3 
16.383.000 17,003,000 + 3.8 
4,901,000 5,340,000 -+ 9.0 
16,656,000 17,833,000 + 7.1 
32.665,000 41,223,000 + 26.2 
621,000 923.000 + 48.6 
2,809,000 3.961.000 + 41.0 
18,377,000 23,441,000 + 27.6 
18,151,000 23,425,000 + 29.1 
5,509,000 10.802,000 + 96.1 
47,514,000 62.706,000 + 32.0 
54,026,000 48,503.000 10.2 
34,523,000 63,856,000 + 85.0 
4,846,000 10,415,000 +114.9 
1,161,000 1,949,000 + 67.9 
21,933,000 26,253,000 + 19.7 
5,726,000 14,171,000 +147.5 
13,265,000 14,531,000 + 9.5 
83,278,000 89,807,000 + 7.8 
7,963,000 9.934.000 + 24.8 
22,494,000 24,260,000 + 7.9 
9,806,000 8,030,000 — 18.1 
548,483.000 $ 674.001.000 + 22.9% 











Unfair to 


Stockholders... 


DELAYED NEWS OF DIVIDEND ACTION! 









saceeetieess tte 





By JOHN S. PIPER, Financial Editor, SAN FRANCISCO NEWS 


stocks he owns are the rewards he 
receives for risking his capital in the 


’ 10 the investor, the dividends paid on 


American 
though 


free enterprise system. Al- 
financial statisticians generally 
regard earnings, past and prospective, 
as the chief determinant of values, the 
great majority of investors rely on in- 
come, or yield. 

To George K. Brown, stockholder, no 
one development within the company in 
which he has invested is so important as 
the declaration of a dividend. 

The New York Stock Exchange is well 
aware of this. Through the years, it has 
strengthened its rules and regulations per- 
taining to the dissemination of informa- 
tion to stockholders. In a_ nation-wide 
advertising campaign, it has told the in- 
vesting public to “Get the Facts.” To 
implement this policy, the Exchange in- 
sists that the companies whose securities 
it lists must make the facts, including 
dividend announcements, available. 

Despite the Stock Exchange’s efforts in 
this direction, too many corporation man- 
agements have been remiss. They need 
to be reminded that when directors de- 
clare or omit dividends, the public is 
entitled to the news immediately. A delay 


in the announcements gives the insiders 

the very directors who declare or pass 
the dividend—an unfair advantage to buy 
or sell the stock of the company, ahead 
of other stockholders and of the public at 
large. 

About a year ago, the New York Stock 
Exchange asked officials of Curtiss-Wright 
Corporation to appear before it. At a 
meeting, directors had decided to omit 
the dividend due at that time. No noti- 
fication was sent to the Exchange nor to 
the press. More than 24 hours elapsed 
before the news became public. 


Writes to Listed Companies 


On March 21, 1946, following the 
Curtiss-Wright incident, Emil Schram, 
President of the New York Stock Ex- 
change, wrote to the presidents of all 
companies with securities listed on the 
Exchange. After stating that he did not 
wish to over-emphasize any particular 
features of listed 
companies and the Exchange at the ex- 
pense of other features, he said: 

“T do want to explain particularly the 
jast agreement in the requirements which 
relates to prompt publication of any ac- 
tion taken by companies with respect to 


agreements between 


dividends, the allotment of rights to sub- 
scribe or other rights or benefits per- 
taining to the ownership of listed secur- 
ities. I am sure you agree that when 
such action is taken the public generally 
has the right to know of it at the earliest 
practicable moment. 

“As indicated in the agreements, the 
Exchange interprets ‘to publish promptly” 
as meaning an immediate release to the 
public through the press services by tele- 
phone or telegraph. Prompt notice to 
the Exchange is also required.” 

Mr. Schram and the Exchange staff 
have been particularly diligent in calling 
to the attention of listed corporations 
which have withheld dividend news the 
necessity for immediate release. In fact, 
they have suggested to those companies 
which have been negligent that in the 
future, when dividend action is taken, 
someone leave the meeting to release the 


decision. 


Supports Stock Exchange Rule 


\lthough the Securities and Exchange 
Commission has no rule compelling the 
immediate release of dividend news. the 
Commission is entirely in sympathy with 
the Stock Exchange's rule which does 
require it. 

Robert K. MeConnaughey, a Commis- 
sion member, wrote recently (at that time 
he was acting chairman 2f the SEC) : 

“We are in complete accord with your 
opinion that when corporation manage- 
ments declare or pass dividends the pub- 
lic is entitled to the news immediately. 

Insiders should not be allowed an 
unfair advantage in buying or selling 
stock of the company because they get 
this information before other stockhold- 
ers or the investing public.” 

Admitting that none of the Securitiés 
and Exchange Acts contain regulations 
which specifically require public notices 
of dividends, Mr. McConnaughey pointed 
out that there are provisions in the law 
which provide sanctions against insiders 
who take advantage of advance dividend 
information in the sale or purchase of 
their own companies’ securities. 

Under section 17(a) of the Securities 
Act of 1933, and under rule X-10B-5 of 
the Securities Exchange Act of 1934, any 
insider who sold or purchased a security 
without disclosing material information 
concerning the declaration or the passing 
of a dividend would be subject to pos- 
sible criminal penalties and civil liabili- 
ties. 

Since January, the San Francisco News 
has published several examples of divi- 


- 








dend actions withheld by important com- 
panies, 

In one case, in an air-mail envelope 
postmarked New York, I] p.m., Febru- 
ary Il. the company enclosed news of an 
increased dividend, marked for release 
to “morning newspapers of Friday, Feb- 
ruary 14, and thereafter.” 

\ newspaper man receiving such an an- 
nouncement would logically conclude that 
the directors had acted before the release 
was mailed. Financial editors are naive 
enough to believe that the matter of de- 
claring a dividend is a function solely of 
the board of directors. 


Anticipated Board’s Action 

However, in this particular instance, 
the fact was that the board did not vote 
the dividend until February 13. In an- 
ticipation of the action, the company’s 
advertising agency had mailed the “Hold 
for Release” story. 

At the time. this writer (not aware of 
the actual circumstances) commented edi- 
torially, mentioning the corporation by 
name. In the quotation which follows, 
the name is omitted: 

“Even though directors themselves do 
not profit financially from their inside 
knowledge of a withheld dividend. they 
will be unable to keep the secret. Under 
the laws of human nature, they will pass 
the word on to their friends and asso- 
clates. 

“For example. let us assume John 
Smith—a fictitious name—is a director 
of Blank Corp. On February 11 he at- 
tends a directors’ meeting at which a 
dividend increase is voted. At home that 
evening he tells Mrs. Smith, a stockholder 
herself, the good news, 

“Later, Mrs. Smith telephones her clos- 
est friend, Mrs. Brown, and tells her: 
“After all. I can afford that new mink 
coat. John just told me,’ she exults, ‘that 
Blank Corp. has raised its dividend. And, 
you know, | have 10,000 shares of their 


stock,’ 
Welcome News 


“"Why I didnt see anything in the 
paper about an increased Blank dividend. 
savs Mrs. Jones. 

“*No. of course not. replies Mrs. 
Smith, ‘the news wont be in the paper 
for two or three days. The board’s hold- 
ing it up for a while. Better buy some 
of the stock before the word gets around.’ 

“Now. in this mythical example 
which is not so fanciful and which may 
very well have occurred—-the stockholders 
of Blank Corp. and the public at large 


are placed in a disadvantageous position. 


| 


“In presenting instances of withheld 
dividend news, the writer does not mean 
to imply that the corporations named are 
intentionally violating Stock Exchange 
regulations for some ulterior purpose of 
their own. 

“Yet, the practice is bad, and it must 
be stopped. The News will continue to 
expose those companies which withhold 
dividend news.” 

Frequently the delay in releasing divi- 
dend news is not intentional on the part 
of a company’s management. Subordi- 
nate officers, public relations agents, and 
even secretaries may be responsible. 

Late in the afternoon one day last 
month a public relations organization 
telephoned The News of a dividend dec- 
laration by a local company. In giving 
the information, the public relations man 
said the dividend was declared “this 
morning.” 

When asked why he had withheld the 
news, a top executive of the company re- 
plied: “Immediately the dividend was 
voted, | instructed my secretary to wire 
the New York Stock Exchange and notify 
the San Francisco Stock Exchange.” 

\ telephone call to the San Francisco 


Stock Exchange brought the answer that 
the exchange had not been notified of the 
dividend. 

A few moments later, the company ex- 
ecutive called again. “Is my face red!” 
he said. “I’ve been reading your articles 
on withheld dividend actions, and I vowed 
we would never be guilty. But now, | 
learn that my secretary wired the New 
York Stock Exchange all right, but that 
she wrote to the San Francisco Stock 
Exchange. I had assumed that she had 
telephoned.” 


Sources of Information Improving 


Never in America’s long financial his- 
tory has the public been better informed 
about the affairs of corporations than it 
is today. The full disclosure principles 
of the Securities and Exchange Commis- 
sion and the New York Stock Exchange 
provide a protection to the investor in 
securities. 

It is regrettable that a few of the thou- 
sand and more listed companies have 
failed to carry out their agreements as 
io dividend releases. With the Exchange 
and the press alert to warn violators, the 
practice will soon cease. 





Dividends Show Improvement in First Quarter 


(Continued from page 2) 


ports, along with dividend payments, ap- 
pear in THE EXCHANGE quarterly; but, 
more than that, when individual corpo- 
rations which in the past have not always 
followed the practice of issuing quarterly 
estimates of earnings now do so, the base 
of statistical facts is enlarged—a clearer 
view of industrial progress or decline over 
an extended area will be possible than in 
other years. 
Expanding Source of Facts 

There is another expanding source of 
corporate facts contained in listings of 
the last year and a half. This source is 
lodged in additions to the Stock Exchange 
roster of particular corporations, “family 
companies” long closely held in respect 
to their stocks. Following, in numerous 
instances. an underwriting of “family- 
held” shares which increased the stock- 
holder list. such issues have been listed 

and listing requires that more than 

annual statements of earnings and assets 
be issued. This is a new departure for 
some of the companies. 

In this connection it is worth noting 
a number of the corporations which have 
arrived on the New York Stock Exchange 
for the first time. together with the states 


where principal plants operate and the 
nature of the business in which they are 
engaged: 

Clinton Industries, Inc., corn syrup, oil 
and feed, ete., lowa; Galvin Manufactur- 
ing Corp., radio sets, Illinois: Seiberling 
Rubber Company, rubber goods, Ohio: 
Canadian Breweries Limited, brewing. 
Canada and Ohio: Union Asbestos & 
Rubber Co., insulating material, Illinois: 
The Visking Corporation, sausage cas- 
ings. Illinois; Seeger-Sunbeam Corp., re- 
frigerators, Minnesota and Indiana: 
Froedtert Grain & Malting Co., Inc., malt, 
Wisconsin and Michigan; The DeVilbiss 
Co., spraying implements, Ohio. 





Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in THE EXCHANGE has been 
obtained from sources deemed to be 
reliable but THE EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 














By L. O. Hooper 


ECENTLY, the level of the stock mar- 

ket as measured by the widely used 
Dow-Jones industrial share average, has 
been around 177. This is “historically” 
high rather than “historically” low. The 
average has ranged above 177 in only 
nine of the past 45 years—in 1927, 1928. 
1929, 1930, 1931, 1936, 1937, 1945 and 
1946, At least 85 per cent of the time 
since the beginning of the century, the 
Dow-Jones average has been lower than 
al present. 

The price of stocks, like the price of 
anything else, is measured in dollars, If 
it takes more dollars to buy a house, an 
acre of land, a factory, a suit of clothes. 
a ton of steel, a bale of cotton, a good 
dinner, or a day's work, the purchasing 
power of the dollar has depreciated. If 
the dollar does not go as far in buying 
other things, there is no reason to ex- 
pect it to be worth its former purchas- 
ing power in the stock market. 


Deterioration Is Permanent 


The dollar has deteriorated in value. 
and to a considerable extent this deteri- 
oration must be regarded as permanent. 
We fought the war with borrowed 
money, which, for all practical purposes. 
was just printed money. The only way 
we can get that money back out of circu- 
lation is to pay off debt—and to pay it 
off a good deal faster than can be done in 
a democracy which continually votes for 
tax reduction, Prices, therefore, are not 
likely to go back to where they were be- 
fore World War II. 

That does not mean that all the ab- 
surdities in the present price situation in 
goods and commodities will endure. Some 
prices are too high and will come down. 


Cotton cloth, perhaps, is a good exam- 
ple. Cottonseed oil and steel scrap are 
others. These things probably will fall 
quite sharply from their recent highs. 
but they are unlikely to go back to the 
lows of 1938. The smaller buying power 
of the dollar will not permit it. 

Some of the present high prices are 
due to prices becoming functional again. 
During the war, when prices were fixed 
by the OPA, prices did not “function” in 
stimulating production because — they 
were not allowed to go up. When ihe 
OPA was abolished, the markets again 
became “free.” Prices went back io work 
in establishing a balance between supply 
and demand. Because there were so many 
war-created shortages. just recently 
prices have been “working very hard” 
to obtain increased production. As soon 
as either an adequate supply is obtained. 
or the price is lifted so high as to reduce 
the demand, a new equilibrium is estab- 
lished and the price economy will be 
more normal. We should not confuse the 
temporary “functionary” rise in prices 
with the permanent decline in the pur- 
chasing power of the dollar. Dollar de- 





preciation is due to too many dollars 
too many dollars, quite regardless of the 
supply of goods. We will have depre- 
ciated dollars long after prices have 
ceased to “work so hard” to establish a 
better supply and demand equilibrium. 
We should not overestimate how far 
prices may decline. 

But what about stocks versus the dol- 
lar? How high are stocks today. if due 
allowance is made for the depreciation 
in the value of the dollar? 


Value of Dollar Computed 


Fortunately, for the purpose at hand. 
the U.S. Bureau of Labor Statistics pub- 
lishes monthly a statistical series entitled 
“Value of the 1935-1939 Dollar.” Re- 
cently, the Bureau figured that the buy- 
ing power of the dollar in goods and ser- 
vices is about 65 per cent of its average 
1935-1939 buying power. Accordingly. 
let us translate the 1935-1939 range of 
the Dow-Jones average in terms of the 
present dollar (see table below). 

When the 1935-1939 prices are trans- 
lated into terms of the dollar with which 


(Continued on page 8) 
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DOW INDUSTRIAL AVERAGE COMPUTED IN TERMS OF VALUE OF DOLLAR 


Range in Terms of 
100¢ Dollar 


Range in Terms of 
65¢ Dollar 


Lou High Lou 
95.95 230.03 147.6] 
141.53 280.74 vA WEE: 
112.54 300.90 laske 
97.40 244.46 149.78 
120.04 242.72 184.67 














[ a period of widespread conjecture 
regarding the extent and seriousness 
of post-war industrial adjustments, inves- 
tors in petroleum securities would appear 
to have comparatively little cause for con- 
cern in view of the fact that the oil indus- 
try seems already to have hit its peace- 
time stride at an accelerated pace over the 
pre-war rate of growth. 

This time last year signs began to ap- 
pear that the end of the war-to-peace 
transition in the oil industry was in sight 
and that the recession in operations would 
be much less severe and prolonged than 
had been generally expected. 

Now it is clear that the war-time inter- 
ruption to civilian petroleum uses has 
only intensified the rate of motor fuel de- 
mand and the conversion to oil so that 
projections of future demand have had to 
be moved several years forward. 

Without exception every estimate of 
domestic demand in the immediate post- 
war period made before the end of the 
war has proved to be far too low. In- 
stead of the substantial declines predicted. 
the oil industry's operations in 1946 sur- 
passed the war-time. peaks which many 
thought would not again be reached for 
several years after the end of the war. 
Even estimates of 1947 demand made as 
recently as four months ago are turning 


out to have been too conservative. 


Arab worker checks flow from oil well in Arabian- 
American Oil Co.s vast Saudi Arabian concession 


Under these conditions it is fortunate 
that newly developed vast oil reserves in 
the Middle East and South America are 
able to take care of rapidly expanding 
demand for oil outside the United States. 

Last December the Bureau of Mines 
forecast that demand this year would be 
about 4 per cent higher than in 1946. 
However, the Bureau reported last month 
that demand for all oils in the first 
quarter of 1947 appeared to be consider- 
ably greater than previously forecast and 
may have exceeded its original estimate 
hy at least 2 per cent. If, as now seems 
likely, this trend continues for the balance 
of the year, total petroleum demand in 
1947 may exceed the 1946 record by at 
least 5 per cent. This means that approxi- 
mately 95,000,000 barrels, or some 260.- 
000 barrels daily of additional crude oil. 
must be produced, transported and 
refined, with a corresponding increase in 
distribution of finished oil products. 

Domestic production of crude oil, nat- 
ural gasoline and related products totaled 
1.850,647,000 barrels. or 5.070.000 bar- 
rels daily in 1946. This represented an 
increase of 60,000 barrels daily or 1.2 
per cent over 1945 and was almost 








1,000,000 barrels daily, or 24.5 per cent, 
above the pre-war peak year of 1941. 
More crude oil was produced and runs to 
stills were greater in 1946 than in any 
previous year and domestic consumption 
of oil products was at an all-time peak. 
The trend of petroleum supply and de- 
mand for the years 1938-1946 is shown 
in an accompanying table. 


More Motor Fuel Used 


Chiefly responsible for the better than 
expected demand for petroleum has been 
the surprisingly high level of motor fuel 
consumption, which set a new record last 
vear despite a reduction of almost 2,500.- 
000 in the number of passenger cars reg- 
istered, as compared with 1941. It was 
thought that the reduction in motor 
vehicles in use as compared to pre-war 
levels would have resulted in a nearly 
corresponding decrease in gasoline con- 
sumption. Three significant factors, how- 
ever, were overlooked. 

First, fewer passenger cars were 
scrapped during the war than was antici- 
pated. Second, there was a substantial in- 
crease in per-unit consumption as travel- 
starved car owners took to the roads with 


ACME 
Aerial view of the town of Dhahran, erected in Saudi Arabia by the Arabian- 
American Oil Company to house 1,500 American employees and their families 
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more money to spend than at any time in 
history. Third, there was an increase in 
the number of trucks registered between 
1941 and 1946. Trucks consume on the 
average twice as much gasoline as the 
average passenger car. 


\UTO AND TRUCK REGISTRATIONS 


Pass. Cars Trucks 


1946.5... 27,088,000 9.423.000 
‘SS ee 25,691,434 4,834,742 
VO 5 ems 29,524,101 899,244. 


Source: U. S. Bureau of Public Roads. 


Estimates of a substantial increase in 
motor fuel demand in 1947 are based 
mainly on current trends of motor vehicle 
production, which indicate that over 
5,000,000 units may be turned out this 
year—a level attained only twice before 
in history, 1929 and 1941. This would 
result in a new high for total motor 
vehicle registrations this year even after 
allowing for the scrapping of as many as 
2,000,000 units. 

Other factors contributing to the in- 
creased demand for oil are the con- 
stantly expanding use of petroleum for 
house heating. railroad diesel locomotives 
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STANDARD OIL Co. (N. J.) 


Fractionators and spheroid tanks at Baytown, Tex., refinery of Humble Oil Co. 


and many other industrial uses. Con- 
sumption of heating and diesel oils. which 
were not affected to the same extent as 
easoline by war-time scrappage of con- 
suming units, recorded new highs for the 
fourteenth consecutive year, or in each 
year since distillate fuels were first classi- 
fied separately in 1932. 

Domestic oil heating units in use have 
increased from about 1,000,000 in 1935 to 
nearly 3,000,000 at the end of 1946. Dur- 
ing the same time diesel horsepower in- 
stalled in the United States increased 
from 5,500,000 to over 45,000,000. Indi- 
cations are that heating oil and diesel oil 
consuming units will be 
markedly during 1947 as a result of the 
expanding home building program and 
ereater acceptance of diesels in the trans- 


increased 


portation field. It is interesting to observe 
that in a recent study of the furnace oil 
market by the research division of the 


U. S. PETROLEUM DEMAND AND SUPPLY 
(Thousand Barrels Daily) 


Deana aa 

Domestic Export Total 
WO ararctera estate 4,907 414 5,321 
(ee ere 4,857 501 5.358 
ee ee 4,562 571 5.133 
i re 4,168 411 4.579 
ne 3.972 321 4,293 
ROE oi. Ossie) axe (oa, 4,071 298 4.369 
a re 3.625 356 3,981 
A oe 3,375 518 3.891 
a Oa ae 3.115 531 3,646 





Domestic production of crude oil, natural gasoline-distillate and benzol. 
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Production* Imports — Total 
5.070 370 5.440 
5.010 311 5,321 
4,864 252 5.116 
4.372 174 4,546 . 
4.034 99 4.133 
4.073 266 4,339 
3.858 229 4.087 
3.614 162 3.776 
3.472 149 3.621 


































Harvard University Graduate School of 
Business Administration it was estimated 
that heating oil consumption by 1950 
would equal 35 per cent of passenger car 
gasoline consumption as compared with 
only 15 per cent in 1934, 

A total of 8,000,000,000 barrels of 
crude oil was produced in the United 
States in the five-year period 1942-1940. 
Notwithstanding this record output. 
proved reserves of crude oil, according to 
estimates of the American Petroleum 
Institute, increased about 1.300,000,000 
barrels during this period. While it ap- 
pears from these figures that production 
of oil has been more than matched by 
new discoveries, it should be remembered 
that the major part of additions to re- 
serves in recent years has been due to 
revisions of previous estimates and ex- 
tensions to fields discovered in prior 
years. 

Actually, it has been estimated that dis- 
coveries of new oil have not equalled 
withdrawals in any year since 1938 and 
that new oil added during 1946 was the 
lowest of any year in the history of the 
industry. 

This declining discovery trend has de- 
veloped despite determined efforts of the 
industry to locate new reserves through 
the drilling of an increasing number of 
exploratory wells. Rising costs of labor 
and materials, greater well depths and 
smaller discoveries per wildcat well have 
greatly increased the cost of replacing oil 
currently produced. It has been estimated 
that it costs from three to six times as 
much to find a new barrel of oil today as 
it did a decade ago. 

In the face of record current and pro- 
spective demands, this situation has re- 
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sulted in an extremely tight crude oil 
supply situation with many independent 
refiners unable to obtain all the crude re- 
quired for their normal operations, Pre- 
miums above posted prices for crude oil 
have been paid, which has forced higher 
posted prices on the part of large pur- 
chasers of crude in order to hold their 
connections with independent producers. 

With the foregoing as a background, it 
becomes evident that the increases which 
have taken place in the price of crude oil 
reflect basic conditions in supply and de- 
mand as well as adjustments to higher 
costs which had been long delayed by 
war-time controls, 


Advance in Crude Oil Price 

The average increase of 25 cents per 
harrel in posted prices of crude oil put 
into effect last month brought the quota- 
tion for 36° gravity Mid-Continent crude 
to $1.87 per barrel, as compared with the 
$1.17 per barrel price at which this grade 
was “ceilinged” from May, 1941, to April, 
1946, and an average of $1.37 per barrel 
for the year 1946, Refined products prices 
have been advanced in varying degrees to 
reflect the higher crude costs. Neverthe- 
less, the situation of many years’ standing 
in which petroleum products have been 


Trend of Stock Prices 
(Continued from page 5) 


we now operate, 177 does not look like a 
high price for stocks. They sold up to 230 
in as poor a year as 1935, They did not 
vo below 217 in the good year of 1936. 
They sold 123 points higher in the bull 
market of 1937. The 1939 low was seven 
points above the recent level. Indeed. 
stocks at some time sold at least 32 per 
cent above the 177 level in every year of 
the 1935-1939 period, 
riod. the FRB index of production never 


During that pe- 


advanced beyond 120 and at times was 
as low as 78. At present the FRB index 
of production is somewhere around 156. 

On the basis of 1935-1939 prices re- 
duced to terms of the present dollar, a 
price of 175 or 176 for the Dow-Jones 
average looks like a “recession” 
“inflated” price, There 
could be quite a recession in business 


price 
rather than an 


from these levels without stocks looking 
overvalued in terms of the 1935-1939 dol- 
lar. The industrial average of 177 today 
is equal to a price of about 115 in 1935- 
177 equals 115.) 
Looking back, 115 was a low price aver- 


1939 (65 per cent 


age for the 1935-1939 period. 
In my recent addresses to the Associa- 
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low in relation to prices of other com- 
modities has not changed. The U. S. De- 
partment of Labor’s wholesale commodity 
price index (using 1926 as 100) for 
March 15, 1947, showed for all commodi- 
ties an average of 148.3, an increase of 
18.3 per cent since 1926, while for petro- 
leum products the index was 76.8 or 23.2 
per cent below the 1926 figure. 

\s for the industry’s inventory posi- 
tion, current levels of both refined prod- 
uct and crude oil stocks are considered to 
be the minimum required for efficient 
operations. Last summer and fall when 
the industry was building up its stocks 
of heating oils for use during the winter, 
there was a rapid accumulation of refined 
product inventories which some thought 
were becoming excessive. But it is ap- 
parent now that the greater inventories 
were needed to meet the rapidly expand- 
ing demand. From a peak of 237,292,000 
barrels last November, stocks of the four 
main refined products—gasoline, distil- 
lates, residual fuel oil and kerosene— 
declined to 193,000,000 barrels at the 
end of March this year. 

Except for temporary declines in the 
first half of 1942 and the second half of 
1945 due, respectively, to the rubber- 
transportation shortages and the post 
and to the sister association in Philadel- 
phia, I called attention to the way the 
buying power of stocks has declined in 
the commodities markets. This, of course, 
is another way of saying that stocks are 
cheaper than commodities, or that the 
dollar goes further in the stock market 
than anywhere else. 

I compared what the Dow-Jones aver- 
age bought in the commodity markets at 
the lows of 1939 (120 on the basis of a 
100¢ dollar or 78 on the basis of a 65¢ 
dollar) with what the average buys to- 
day at 177. Note that the figures which 
follow take the Dow-Jones figure at its 
1939 low. 

At the low in 1939, $10,000 would have 
bought 83's shares of the Dow-Jones in- 
dustrial share average. Let us see what 
83's shares of the Dow buys at the re- 
cent price of about 177: 


1939 1947 
Shares of Dow Average 8314 shs. 83% shs. 
Dollars $10,000 $14,750 
Cotton, Ibs. 105.263 10.972 
Wheat. bus. 12,658 5.564 
Corn, bus. 19,230 7.973 
Hogs. Ibs. 117.676 55.660 
Lard. Ibs. 166.666 14,700 
Cottonseed oil, Ibs 151,500 38,800 
Butter, Ibs 10,000 23.043 
Cocoa beans, Ibs. 205,338 51,500 
Coffee. lbs. 192.307 54.128 


Copper. Ibs. 90.909 68.604 
Steel scrap, tons 673 351 





\V-J Day adjustments, oil industry opera- 
tions and earnings have increased steadily 
since 1938. All-time peak earnings were 
reported for 1946 when leading com- 
panies showed profits gains averaging 
around 25 per cent above the preceding 
year. With higher petroleum prices and 
a rising trend of sales, indications are that 
further substantial increases in earnings 
will be recorded this year. 
Resists Depression Influences 

Few industries have enjoyed a more 
consistent growth than the petroleum in- 
dustry and basic factors indicate exten- 
sion of this trend for some years ahead. 
Because oil has come to be regarded as 
next to food, clothing and shelter among 
the necessities of modern life, petroleum 
demand is highly resistant to depression 
influences. Except for the depression 
years, 1930-1932, petroleum consumption 
decreased only in three years—1921, 
1938, 1942—and then only by 1 or 2 per 
cent. 

It would seem, therefore, that until 
such time as deferred demands for petro- 
leum-consuming units have been sub- 
stantially filled, only a serious decline in 
general business would have any material 
effect on oil industry operations. 


This, of course, is only another way of 
saying that (a) stocks are cheaper than 
commodities, or (b) the dollar goes fur- 
ther in the stock market than in the com- 
modity market. 

But what of it? The significance is 
this: stocks represent ownership in physi- 
cal things. You can buy physical things 

real estate, machinery, plants, inven- 
tories and good-will in the stock market 
very, very much cheaper than you can 
go out and reproduce them, Expansion 
plan after expansion plan has been aban- 
doned or postponed because of high 
costs. The physical assets owned by cor- 
porations tend to have a scarcity value. 


Physical Assets Rise in Value 


Competition of new facilities with older 
facilities is being delayed. I am told that 
it costs from $10 to $18 a square foot to 
build a new manufacturing plant. You 
can buy established plant after established 
plant in the stock market today for $1.00 
to $5.00 a square foot, and in some cases 
for almost nothing after deducting net 
working capital from the stock ‘market 
appraisal of the company. 

Such analogies as the foregoing arouse 
wonder about what seem to be strange 
phenomena of these times. But there you 


! 
are. 
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3 HE generally active state of business, 
in spite of some pronounced hin- 
drances, has established itself in public 
estimation as a significant symbol of out- 
standing events of 1946. As a reflection 
of post-war progress it is possible, how- 
ever, to read considerably more into the 
last year’s income accounts than is to be 
found there in impressive statistics. Net 
income figures. such as the table on page 
10 reveals in respect to groups of com- 
panies listed on the New York Stock 
Exchange, include a great many dollars 
which were brought into the accounts 
through media other than the year’s direct 
profits on goods and services delivered. 
Elimination of the excess profits tax was 
influential in a remarkable degree when it 
came to carrying net income above the 
results of 1945 in case of numerous com- 
panies which had turned back to the 
Government a large share of 1945 earn- 
ings as excess profits taxes. Again, applica- 
tions of legal “carry-back” of past excess- 
profits tax payments were prominent in 
last year’s profit and loss accounts 
turning a number of operating losses into 
final entries in the profit column. At the 
same time, in departments such as auto- 
motive, aviation, farm machinery and 
shipbuilding. the allocation of past tax 
credits acted to prevent what, without 
them, would have been losses much larger 
than those reported. 


Reserves Returned to Income 


When the sizable items in the table’s 
last column are examined, the investor 
will make allowance, also. for the inclu- 
sion of a considerable amount of funds 
previously set aside as “reserves against 
contingencies.” Such shifts were made 
possible, of course, because the persistent 
demand for goods of many classes through- 
out the year prevented expensive contin- 
gencies from arising. This was not a 
development without exceptions; some 
companies, lying outside the area of press- 


FACTORS BESIDES EARNINGS BOLSTERED 
1946 NET INCOME OF LISTED COMPANIES 


ing consumer interest or, in other in- 
stances, companies which had difficulty in 
converting their facilities to peace-time 
production, did not do as well as in 1945. 

A casual survey of reports on 1946 
operations, now that final figures are 
pretty well in hand, would lay emphasis 
on several items which may. or may not. 
be prominent this year. High prices for 
a great many products contributed heavily 
to profits in a period of extraordinary 
demand. The lofty price plateau is en- 
titled to much consideration as the out- 
look is scanned, the same being brought 
into question for the remainder of 1947 
by the current pressure for price reduc- 
tions. The consumer rush for a great 
variety of products was insatiable most of 
1946; at the moment, considerable stress 
in industrial comment is being laid upon 
signs of consumer reluctance to buy ex- 
tensively at old prices. 





Outside of several stubborn and long- 
continued labor disputes. the record of 
1946 showed an encouraging cooperation 
between labor and management after last 
years first quarter. A counter-foil to 
sustained labor rolls was the shortage of 
raw and semi-finished materials, along 
with products from suppliers’ plants, 
which plagued both large and small cor- 
porations until after mid-year and there- 
after still retarded a great many factory 
and assembly operations. 

Mention of the foregoing elements 
colors investment research as the prob- 
lematicals of 1947 are scanned. Currently. 
this problem lends itself to the uncertain- 
ties of the months to come: are labor dis- 
putes already in process of repeating the 
employer-worker differences which laid 
a heavy hand upon production in the 
winter of 1944-45? The telephone strike 
has aroused apprehension, the steel and 


How its gross income was used mainly to buy goods and services and meet. payrolls 
was pictured in this graphic manner by General Foods Corporation in its annual report 










1946 INCOME DOLLAR OF GENERAL FOODS 































































This pile of coins symbolizes $242,939,415. Ultimately, most of 
these dollars went to pay for the work of tens of thousands of 
people here and abroad. These men and women, on farms, on 
railroads, ships, and trucks, in factories and mills, and in centers 
of commerce and trade, made ready for us our raw materials and 
supplies, and furnished many other services used in the oroduc- 
tion, promotion, and sale of our goods. 
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motor car industries: contracts with unions 
have yet to be accepted by the interested 
parties, the spotty production of soft coal 
carries implications for production of 
factory goods, public utility services and 
transportation which cannot yet be inter- 
preted in probable terms of this year’s 
corporate income acounts, 


Evidence of Big Year 

The close to $5.000.000.000 group net 
income for 1946, as disclosed in the statis- 
tics, mirrors an exceptional year. When 
this large total is broken down into its 
components, attention goes automatically 
to the groups showing the larger increases 
of net income over 1945. Some of these 
had been widely forecast through the 
year by quarterly estimates and business 
comment in the newspapers. The rise of 
173.4 per cent scored by the 28 textile 
concerns —all showing improvement over 
arouses forward-look- 
ing examination because it is in this field 


the preceding vear 





that the prophets particularly forecast 
price reductions. Whether or not declines 
eventuate to a substantial degree, the tex- 
tile course appears to be guided in large 
degree by the raw material price situation 
. . . and cotton, for one, has revealed 
little relaxation since January 1. 

The ship operating group is impressive 
because of a gain of 183.7 per cent in net 
income; still, the small size of this cate- 
gory reflects principally 
the result of short ocean going tonnage 
during a period when the world was cry- 
ing for far more goods than could be 
moved out of American ports. Many 
ships are being re-conditioned after war 
usage, and it is reasonable to assume that 
this year will see an intensified competi- 


six companies 


tion among vessels of a dozen nations. 
The same reasoning could hardly be 
applied to the paper and publishing roster 
of companies, which recorded an upturn 
of 143.5 per cent in 1946 income, for the 
supply of paper production still lags 








1946 NET INCOME OF 828 COMPANIES HAVING COMMON 
STOCK LISTED ON THE NEW YORK STOCK EXCHANGE 


By Industrial Groups 


Industry nevertine Pare we 
To Date Net Income 
Amusement or ae 13 
Automotive . . . . . 56 17 
Aviation cane oe os Se 11 
Building + ip oe Se Be 25 
Business & Office Equip. . 9 9 
Chemical ..... . 66 65 
Electrical Equipment . . 16 15 
Farm Machinery . . . .) 6 6 
+ 27 
2 a a ee 51 
Garment Manufacturers. 6 6 
Land. Realty.ete. 2 .. } 3 
Leather & Shoe Mfrs. . . 11 1] 
Machinery & Metals . . . 89 8 
a 30) 
Paper & Publishing . . . 26 26 
Petroleum . . . «ss 38 33 
Metreed. «2 2» sss & 66 
Retail Merchandising 9 59 
Rubber — 9 9 
Shipbuilding . . . . . 4 | 
Ship Operating . . . . 6 6 
Steel. Iron & Coke 39 37 
Textile 28 28 
Tobacco 14 14 
Transportation Services ! } 
Utilities yh fe 6 33 51 
U.S. Cos. Oper. Abroad 15 13 
Foreign Companies 13 12 
Other Companies on ee 17 
(i 782 


No. 
no a Estimated pth sg 
(1946 vs. Group Group Net Income 
1945) Net Income (1946 vs. 1945) 
12 $126.647.000 75.3% 
27 188.846.000 42.3 
3 16.868.000 79.9 
24 91.960.000 159.1 
6 6.250.000 + 79.5 
61 557.764.000 53.4 
1] 72.669.000 31.2 
3 13.193.000 - 5.0 
20 99.612.000 24.0 
19 115.784.000 79.4 
6 12.090.000 1115.9 
3 3.704.000 1150.4 
9 22.365.000 + 42.2 
61 203.598,000 27.5 
23 105.643.000 + 14.5 
26 111.677.000 +143.5 
28 522.094.000 + 29.2 
36 287.001.000 — 31.5 
57 157.385.000 +-114.2 
8 123.241.000 +101.9 
l 9.066.000 25.1 
6 23.431.000 +183.7 
29 268.282.000 + 47.9 
28 152.907.000 +173.4 
1] 93.171.000 + 37.8 
3 1.227.000 + 45.2 
$2 597.407.000 1 17.9 
10 60.359,000 + %5.2 
9 132,053.000 32.4 
16 54.355.000 + 97.5 
628 $4.903.559.000 29.5% 











far behind the state of current demand. 

The food group, one of the largest in 
point of its contribution of net income to 
the aggregate, is operating under the 
drum-fire of pressure for lower living 
costs. The steel and iron category, for 
which lively expectations were expressed 
early this year because of an expected 
large expansion of durable goods buy- 
ing, stands in the shadow of labor dis- 
putes: but it is to be noted that 1946, 
with its gain of 47.9 per cent, gave solid 
indications of a strong underlying de- 
mand, a state inducing close study of this 
year’s prospects. 


Motor-Making Trouble 

For a far different reason, the automo- 
tive roster arouses investment analysis in 
view of the unsatisfied demand for motor 
cars. The companies went through a trying 
year in 1946, factory operations being 
subjected to shortages of many of the 
essential car parts or equipment, not only 
restricting output but adding heavily to 
costs. The backlog of orders, however, 
implies that the remaining months of this 
vear should see production continually on 
as high a level as labor and the materials’ 
situation permit. 

In a tabulation which is notable for 
substantial income increases, the 42.3 per 
cent decline last year of automotive com- 
panies stands out “like a sore thumb”! 
It is the largest group recession with the 
exception of the aviation roster, the latter 
being subjected to economic stresses be- 
yond anything experienced by the motor 
car companies. Any attempt to survey the 
adverse forces which affected the motor 
makers would probably begin with the 
great number of workers required by this 
industry, not only to speed mass produc- 
tion but also to man the many processes 
from semi-finished material to the final 
paint “job” that make a huge output pos- 
sible. When numbers of men stand idle, 
waiting for materials to arrive, the matter 
of costs mushrooms. 

The aviation industry experienced in 
1946 a number of jolts which, in impor- 
tant instances, had not been expected. 
The group combines both manufacturing 
and transportation companies. The fly- 
ing organizations failed to see the high 
1944-45 hopes of passengers crowding 
transport planes as in war-time fulfilled 
completely. In fact, although plenty of 
people flew here and there, a consistent 
“load factor” was not maintained on a 
scale sufficient to return a sizable profit 
margin over costs. At the same time, plane 
makers had some cancellations of com- 
mercial orders and did not find Govern- 
ment purchases insistent. 



















1O- 


or 
ng 
ne 
he 


m- 


in 
or- 
ed. 
ing 
fly- 
igh 
ing 
led 

of 


ent 


ofit 
ane 
»m- 
rm- 











B. T. BABBITT, INC. 


1,025,000 Shares 


Common Stock, Par $1 


Ticker Symbol: BAB 











MERCHANDISING and manufactur- 
IX ing experience of more than a cen- 
tury lies behind B. T. Babbitt, Inc.. 
makers and distributors of cleansing 
products. The company is also one of the 
country’s leaders in the packaging and 
distribution of lye, which accounts for a 
considerable portion of its total sales. 
Among other items sold are chlorinated 
lime, sal soda, drainpipe solvents, etc. 
Total net sales in 1946 were $13.928.- 
201. an increase of 13.7 per cent over 
1945. Since Babbitt products are very 
largely for household use, promotion is 
aggressive through mass media and is 
concentrated in radio. The merchandis- 
ing and advertising campaign, amplified 
in 1946, has been widened again for the 
coming year. It supplements the activi- 
ties of a national sales staff covering the 
purchasing departments of chain stores 
and wholesale grocers. 


Originates Packaged Soap 


The business was established by Ben- 
jamin T. Babbitt in 1836 in New York 
City. At that time, soap was sold by 
weight and cut from a long bar in the 
quantity requested. In the early 1850s. 
Mr. Babbitt conceived the idea of selling 
soap in individual packages. In order to 
acceptance of this 
revolutionary idea, the practice of ex- 
changing soap wrappers for lithographs 

the first premium offer—was _ intro- 
duced. This manufacturer was the first 
to use street car cards and theater curtains 
to advertise his wares. 

In 1919, the B. T. Babbitt business was 
purchased by the Mendleson Corporation, 
of Albany, N. Y.. prominent in the lye 
In the following 


stimulate consumer 


industry since 1870. 








years. a series of acquisitions broadened 
the firm’s activity in the lye and cleanser 
fields. Soap manufacture was discontin- 
ued in 1923. After a period of re- 
search and manufacturing preparation. 
“BAB-O.” the first 
cleanser, was launched in 1925. Other 
brands of cleansers and lye were added as 
the company attained established opera- 
tions. 

Babbitt products are manufactured and 
packaged at three plants. The largest and 
oldest plant is at Albany, N. Y., mod- 
ernized and expanded within the last year. 
A modern plant building at Vernon, 
Calif., houses the Babbitt operations for 
the manufacture and sales of products 
on the West Coast. 


erease-dissolving 


Opens New Plant 


In December, 1946, the newest plant 
was opened at Clearing, Illinois, near 
Chicago. Much of the mixing and pack- 
aging equipment here was designed and 
built in the company’s own machine shops 
at Albany. A sales subsidiary provides 
an outlet in Canada, and many B. T. 
Babbitt trade-marks have been registered 
abroad, chiefly in Central and South 
America, to protect a growing export 
business in an extensive line of products 
which have been in short supply for sev- 





markets. 

The sales force totals about 100 men. 
supplemented by the distribution effected 
by 225 food brokers throughout the 
United States. The various products are 
sold their inde- 
pendent and chain grocery stores and 
wholesalers and to a minor extent in the 
export market. The company has approxi- 
mately 10,000 active accounts; it is esti- 
mated that the sales last year to the 10 
largest customers approximated 23.33 
per cent of total dollar sales. 

Sales offices are maintained in New 
York City. Albany. Philadelphia, Bos- 
ton, Cleveland. Chicago, St. Louis and in 
Calif. The company manufac- 
most of its containers and 
maintains its own machine shop for mak- 
ing the bulk of the machinery used in 
manufacturing operations. 

Net profit after taxes last year was 
$2.501,671. Current assets at the close 
of business December 31, 1946, were re- 
ported at $4,197,497, and current liabili- 
ties at $2.451,682. Dividends have been 
paid each year since 1925, The 1,020,000 
shares of common stock now outstanding 
comprise the entire capitalization of the 
company. The additional 5,000 
listed are. when pay 
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Production line of Babbitt’s newest plant at Clearing, Ill. 
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COMMON STOCKS 
YIELDING DIVIDENDS 
FOR 25 TO 40 YEARS 














Year 
Common Payments 

Stock Began 

replat Comgeeetiem. ics icciccsdcesscennes 1908 
Hazel-Atlas Glass Company ............. 1908 
PRONE TORE TMG. ncsaresiscccvewemescmuas 1909 
General Cigar’ Co., Ime... isicisssisccceces 1909 
Pactie Ligetine Comp. oxic oeccccccsiecccs 1909 
ee | ee en eee 1910 
International Harvester Co. ............. 1910 
The Dow Chemical Company ............ 191] 
Fidelity-Phenix Fire Ins. Co. of N. Y..... 1911 
Be Se NE Wn ces cncpossenscheceesouns 1911 
May Department Stores Co. ............. 191] 
Socony-Vacuum Oil Co., Inc. ............ 191] 
Superheater Company ........scccceeses 1911 
Underwood Corporation ................ 1911 
te, Ws, NM, MM. oisicinind ciesls axes mewn 1912 
bares Cheek: Coal Ce. noccc cc ccscaccses 1912 
Liggett & Myers Tobacco Co. ............ 1912 
Standard Oil Co. of California .......... 1912 
United States Tobacco Co. .............. 1912 
Ps ROMANE Oe 5 Sissi sine oorenecins 1912 
Reewemnee PW OmAee COs os vices ecsecesewnes 1913 
International Shoe Company ............ 1913 
Spencer Kellogg & Sons, Inc. ........... 1913 
Eg a ee 1913 
Monarch Machine Tool Co. ............. 1913 
Re, et NN Mo = crew sce dsctenininsine naire 1913 
Wis. WHIEIEY Fes COs eae ccens cacineeces 1913 
Anchor Hocking Glass Corp. ............ 1914 
Caterpillar Tractor Company ............ 1914 
First National Stores, Inc. .............0. 1914 
Mesta Machine Company ............... 1914 
Riniiam Rome Cae G6... iiicicncsiscccwsweacne 1914 
SIGUE ee BRON CMS oie cde camaissiwnnacieecnes 1915 
Central Aguirre Associates .............. 1915 
Champion Paper & Fibre Co. ........... 1915 
General Motors Corporation ............ 1915 
International Salt Company ............ 1915 
SEOs Paper CamMpany oo ..0s.cccscnccecces 1915 
Commnien Caton Ce. .6 i cccicsviccesccs 1916 
International Business Mach. Corp. ...... 1916 
Weebvitne Shee “Cor oi isis cccisecceeins 1916 
Minnesota Mining & Mfg. Co. ........... 1916 
ee ee are 1916 
Pitts.. Cinn., Chi. & St. Louis RR. Co. ... 1916 
Union Oil Co. of California ............. 1916 


Ale Reduction Ce. Tres. éocccscccicvciccees 


Presentation of long-term dividend payers never fails 
to arouse widespread attention among readers. In the 
February, 1947, issue, THE EXCHANGE listed all com- 
mon stocks on the New York Stock Exchange which 
have yielded dividends for 40 years or longer. Shown 
below is a tabulation of interim payers, made up of all 
listed common stocks which have yielded dividends 
continuously for from 25 to 40 years. 


Year 
Common Payments 

Stock Began 

The American Ship Building Co. ........ 1917 
Chicago Yellow Cab Co., Inc. ........... 1917 
Household Finance Corp. ............... 1917 
PROM ONOE HOO. oie dics casmns.conerciwwees 1917 
MelIntyre Porcupine Mines, Ltd. ......... 1917 
Se WOOO GBS a cocicienanisd nacianeras 1918 
Be MOR, ME MWe. oasis Gierniacieisins oreo xenecess 1918 
R. J. Reynolds Tobacco Co. “B” ......... 1918 
Union Carbide & Carbon Corp. .......... 1918 
American Home Products Corp. ......... 1919 
Dayton Power & Light Co. .............. 1919 
Endicott Johneon Corp. «...0:0.6050000<s 1919 
Gen] American Transportation Corp..... 1919 
Pacific Gas & Electric Co. .............- 1919 
Swift International Co., Ltd. ............ 1919 
United States Gypsum Co. .............. 1919 
WalGeee SHOW TEE. 65k cccsivesdsccaccaee 1919 
Corn Products Refining Co. ............ 1920 
(NR EME opis cascueasacnmorsn ee 1920 
Liggett & Myers Tobacco Co. “B” ...... 1920 
Wyandotte Worsted Co. «...6 ..iscc.cicscsis 1920 
Allied Chemical & Dye Corp. ........... 1921 
American Tobacco Co. “B” .............- 1921 
€; US. Dime Cates cook ce ccccreas 1921 
EE ee ee 1921 
Goodall-Sanford Ine. ooo s.cscccccsecces 1921 
RQMOE COMRBOOY i.o.5-0's.5:010-<::0.6:001ein oie ee 1921 
DP Bi eee Oe ne COe. ci cecinvicrsiceasies 1921 
Texas Gall Sulphur Co.. . «...0666000500500% 1921 
Timken Roller Bearing Co. ............. 1921 
Union Asbestos & Rubber Co. .......... 1921 
Amerada Petroleum Corp. ............+- 1922 
American Safety Razor Corp. .........-- 1922 
Associates Investment Co. ...........+++- 1922 
Chesapeake & Ohio Railway Co. ......... 1922 
Cleve.. Cinn., Chi. & St. Louis Ry. Co. .... 1922 
The Cleveland Graphite Bronze Co. ...... 1922 
General Foods Corporation ............- 1922 
Houston Lighting & Power Co. .......... 1922 
Life Savers Corporation ........ 2.06000 1922 
TRAE WOME SINE oncicieis crciesisenawennes nis 1922 
TC. Deemee Cammayy «<< <6:060sicewaieccea 1922 
ek Te COED cco were cece ce comasess 1922 
es ERE a. 6s. creed: Dats/eomiearinls 1922 
Vick Chemical Company .............+. 1922 


Wanmenee Mette CO. cckciccenccecseccees 
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SEWICKLEY, 


PA. 


: So much depends upon a person’s 
point of view. No doubt more than a few of 
Tue ExcHANGE’s readers were favorably im- 
pressed by the implications of the March 
headline—“The Investor is in the Saddle!” 
—although it depressed me as a trader who 
thinks in terms of plus and minus price 
changes. I cannot be cosily content with 3 
to 5 per cent income on a static lot of 
stocks—the same providing no action, no 
opportunity for a profit by buying and sell- 
ing “em! Of course I am laying myself wide 
open to economic thrust and parry by writ- 
ing this. Such a trader as I have long been 
(far more active in the 20’s, as you might 
suppose, than in recent years) contributes 
little to business progress and enlighten- 
ment, and has no weight for weal or woe in 
the free enterprise But trading 
give-and-take keeps a trader keen; and, 
granted a little gumption, it is worth while 
to the trader and the tax collector. 


| a Nee 


system. 


NEW LONDON, CONN. 

Some of the statistical findings published 
in your magazine are valuable, of them- 
selves. and also useful as a stimulant to in- 
dividual figuring on common stocks. For 
example. a recent article showed a number 
of sampled equities selling at prices from 6 
to 10 times earnings. I carried on from 
there, looking up quite a list of stocks show- 
ing even lower ratios of prices and earnings. 
If you have not dug down into such details. 
you may find it a matter of practical interest 
to learn that ratios of 214 to 34% are quite 
ordinary—and among pretty-well-thought-of 
equities, too. 

I raise the question, why should such 
low ratios prevail in an interval when stock 
prices. by and large. are at least fairly high? 
If a stock price is high, earnings have to be 
high to show a low ratio. Contra, if prices 
are low. moderate earnings per share may 


discussion of investment, economic and general 





What are 
trolling items, in many instances. which 
cause ratios to be low? 


disclose a high ratio. the con- 


I can answer the 
questions by referring to records that my 


figuring show. The low ratios—meaning 
prices three times earnings or less—are 


largely among stocks whose per-share earn- 
ings in 1946 were high, at the same time 
that prices were moderately low ... a 
double combination, as it Why are 
It looks to me. from my 
research, that the market has been unwilling 
to discount large earnings for the reason 
that the market reasons these earnings may 
contain a non-recurring aspect. The liquor 
stocks, as samples. and some of the mer- 


were. 
the prices low? 


chandising issues; also a number of spe- 


cialties. Until 1947 earnings can _ better 
be sized up, I feel that “times-earnings 


ratios” are not a good guide for selecting 
stocks. 
Co. 


MEMPHIS, TENN. 


Speaking of taxes (which most people are 
doing, much of the time) where does the 
“Capital Gains Tax” stand in the cogitations 
of lawmakers and their economic advisers? 
Not that a tax up to 25 per cent under this 
heading has any real. significant meaning 
while stocks are drifting and profits are in- 
consequential. But discussion of a lessening 
of the capital gains impost would have a 
heartening effect upon the securities market. 

EK... 
St. 


LOUIS, MO. 


Mr. Gingold’s article. “The Investor Is in 
the Saddle!”, struck a sympathetic chord in 
my own process of reasoning. ... My stocks 
are bought and held for the dividend income 
they return. Some. fortunately, were ac- 
quired back in 1942, a year of low prices 
comparatively. If investors can stay in the 
saddle without growing discouraged, it is 
all right by me! 


H. S: B: 





Letters to the editor in whole or in part, are presented here as a contribution to current 


financial subjects of public interest. 


NEW YORK CITY 

It is almost a full year that common 
stocks have been washing around, away un- 
der the top of the 1942-1946 up-swing. For 
about 11 months, the market has been 
neither bull nor bear. The bear promises of 
the winter, in evidence several times, have 
not been borne out, and the bullish indica- 
tions, at least occasional ones, have petered 
out. These futile changes have been obvious. 
Precedent suggests that a “period of con- 
solidation” has prevailed, but enough time 
has elapsed by now for a new impulse. 

(Trader). 


EAST ORANGE, N. J. 


... Yes, maybe my estimation of capital 
gains and plain profits made by buying and 
selling securities comes under the heading 
of hair-splitting. I am convinced, just the 
same, that there is a difference between the 
results of commitments in new issues, se- 
curities sold to raise capital for new un- 
dertakings or to enlarge older ones, and 
transactions on the New York Stock Ex- 
change. Ill concede that to supply new 
capital warrants an expectation of a larger 
than average return—that is, a “capital 
gain”; whereas the bulk of purchases on an 
exchange are impelled by hope of a later 
but not long delayed sale for a “profit.” 

‘ &. 7. 


NEW YORK CITY 


I miss the reports you published last year 
and the year before that of the changes 
among holdings of companies in the Na- 
tional Association of Investment Companies. 
This was a service of real use to people who 
study the programs of managers of large 
blocks of capital in securities. 


D..G. & 


Epitor’s Note: The former quarterly reports of 
the association referred to have not come to the 
attention of THe Excuance for six months or 
longer. 





In the retail store, the price tags on 
merchandise perform an important 
service. They give you essential 
information — frankly and openly. 
They invite careful comparisons, 
which are indispensable to good 
buying judgment. 


Securities listed on the New York 
Stock Exchange also carry “price 
tags”... displayed for all to see 
on the nation-wide ticker system 
and in the stock tables of the daily 
newspapers. 


The very fact that a security is 
listed on this Exchange gives auto- 
matic assurance of prompt publi- 


cation of prices. Thus the investor 
not only knows that there is always 
a ready market for his holdings, 
should he desire to sell them, but 
he also knows day to day their 
prices on the current market. 


The prices of listed securities are 
established through open bids by 
buyers and open offers by sellers. 
Swift and wide circulation of this 
price information—along with 
full disclosure of essential facts 
by the companies whose securities 
are listed here—is part of the 
long-established policy of this 
Exchange to foster principles of 
informed investment. 








INVESTMENT BY FACT, 
NOT BY FANCY 


Before any company lists its 
securities in this market place, 
it agrees to disclose, regularly, 
facts about its business which 
are essential to an informed in- 
vestment decision. These facts, 
and other important market 
information, are available to in- 
vestors in the reports of com- 
panies whose securities are 
listed on this Exchange ...in the 
financial pages of your news- 
paper...at the offices of Member 
Firms of this Exchange. Seek 
out this information, and use it 
—for your own protection. 




















